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Sub.: Need for a resolution of various issues facing the Telecom and IT sector
Congratulations on your appointment as the Minister of Communications & IT.
As you are aware, the telecommunications sector has suffered greatly on account of excessive
litigation arising out of poor policies, lack of governance, faulty procedure and oversight by
the UPA Government — causing serious regulatory uncertainty for investors — which has
become the biggest hurdle to sustained investment flows into the sector, and works against the
interests of telecom & Internet users as well as the general citizens of India. It is essential that
the Government implements measures to revive investor confidence by making the sector more
viable, through a range of measures.
As you may be aware, I have been at the forefront of raising several issues pertaining to the
telecom sector, through letters to the UPA Government, as well as within the Parliament
through debates and questions. Through this etter, I would like to draw your attention to some
of the important issues facing the Telecom & IT sector, which need to be addressed at the
earliest:

1. Need for enhancement of the TRAI Act to address the Regulatory Inadequacies and
Impediments in the effective discharge of TRAI's Functions
One of the key issues which underpins the current situation in the telecom sector is the
lacunae in the powers and functioning of the telecom regulator, TRAI. The main reason for
such regulatory failure and uncertainty has been on account of a weak legislation and a
regulator whose authority and credibility stands eroded over time. The National Telecom
Policy 2012 (NTP 2012) recognises this challenge, but provides no timeline or specifics both of which are critical to rebuild investor confidence and protect public interest.
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Therefore, there is an urgent neec for a review of the existing TRAI Act with a view to
strengthen the fol owing areas, namely:
a) TRAI's powers of licensing which currently reside with DoT.
b) Enhancinc the role of TRAI in management, allocation and pricing of spectrum.
c) Instituting an accountab e and transparent process for receiving, processing and
implementing recommendations made by TRAI under Section 1 1 of the TRAI Act. Also
to improve the process for modifying or rejecting TRAI recommendations, and
avoidance of cherry-picking its recommendations or using them out of context.
d) Strengthening the procedure of re-referring recommendations back to TRAI in case of
disagreement etc.
e) Enhancing the accountability of TRAI to Parliament and citizens of the nation.
f) Strengthening the regulatory capaci -y within TRAI by reviewing its structure and
providing a much higher level of funding from the massive revenues collected.
g) Providing TRAI the appropriate enforcement powers vis-à-vis telecom operators and
Government.
h) Reviewing the salary structure of the staff in TRAI with the objective of hiring the best-inclass talent that is extremely critical to the success of this sector.
1) Improving the consultation process and competition management function of TRAI as
currently mentioned uncer Section 11 of the TRAI Act, or establishing a formal
relationship for advice and evaluation of a I competition-related decisions between the
TRAI and CCI.
I urge the government to take immediate action through wide consultation with
stakeholders, industry, regulatory specialists, media, representatives of the people etc.
and, in a time bound manner, intracuce an amending Bill in Parliament.

2. Urgent Need to address the Deteriorating Financial Situation of BSNL and MTNL
You are alreacy aware of the deteriorating financial situation one management of the two
Navratna PSUs - Bharat Sanchar Nigam Limited (BSNL) and Mahanagar Te ephone
Nigam Limited (MTNL). From being profitable companies in the telecom sector with a
total valuation of over Rs.50,000 crores at one point in time - both these companies have
been reeling uncer huge losses and battling with falling revenues, profits and market share
over the last few years.
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For the year ended March 2013, MTNL and KM_ together posted losses to the tune of
approx. Rs.13,500 crores, Further, reports indicate that MTNL has suffered significantly
higher losses during FY 2012-13, as compared to FY 2011-12.
The current trend points to these companies becoming yet another example of PSUs
transforming into a state of financial incapacity in the near future. These Navratna"
companies are strong public sector assets, owned by taxpayers, and therefore, their
revival is essential.
In order to curb any further decline of these prestigious national corporations, it is essential
that the entire management structure and Boards of these companies be revamped to
bring in considerable talent and expertise on board. The Government must take the
necessary steps at the earliest, to improve their financial performance and save them from
collapse and causing losses to taxpayers and citizens of this country — the owners of these
companies. Further, this financial performance also reduces their value, which in turn, is a
loss to the exchequer and people of the country.

Governance
3. India should take the lead in the Global Debate on Internet
a) India can emerge as one of the world's largest Internet user bases. However, Indian
Internet penetration and growth lags behind Asian peers. With approx. 200 million
Internet users, which corresponds to 16% Internet penetration, India, by May 2014,
had an Internet penetration lower than Africa (at 20%) and Asia Pacific (at 34%) and
an average of 32% penetration in developing countries (Source /TU 2014 ICT
-

figures).

b) The UPA Government had taken a badly thought-of position of intergovernmental
control (rejecting the multi-stakeholder model) — which, in turn, is being rejected by
most democracies and India's largest ICT investors as well as the largest markets for
India's IT and ITeS revenues (EU, Americas, South Korea, Japan & Australia). This
position needs to be changed, The world is looking at India to take the lead in the
current debate on Global Internet Governance - and therefore, the Government should
take the necessary steps to strengthen and enhance existing mechanisms, and take a
new enlightened position on this issue that is consistent with our democratic values &
commitment to free speech, through an open, transparent & truly multi-stakeholder
process.
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c) Such a position by India will also create diplomatic al lances and bridges with people
of Western Europe/Americas and Korea/Japan.
d) The current laws on Internet regulation in India have alienated youth and ousiness
alike, and have too much administrative discretion. The Internet regulation rules shoulc
be annulled and a new set of rules framed through a public, multi-stakeholder
consu Cation.
In case you want me to explain these issues in greater detail, I am available personally to
provide more information, including on ideas on how to begin the process of consultation with
stakeholders before arriving at the specific areas which need improvement.

Yours Sincerely,

RAJEEV CHANDRASEKHAR

Shri Ravi Shankar Prosaic'
Hon'ble Minister of Communications & IT
Government of India
New Delhi

4

